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Tactical Positioning 
 
As we discussed in our last Bulletin and have stated on several occasions before, the massive injection of 
liquidity by central banks continues to drive markets. Without doubt, we will have pullbacks and volatility could 
remain elevated but whilst central banks continue to support markets, asset prices are likely to remain at 
historically high levels. With this in mind, we continue to keep our close to neutral weighting in equities. 
 

Market Moves 

 
Note: 1Europe excluding UK; 2Bloomberg Commodity Index; 3US Treasury 10 Year Yield shows absolute, not percentage, change in yield; Source: Bloomberg  
 

Economic activity is slowly recovering. Lockdown restrictions have already been eased in many countries and 
economic indicators reflect a partial recovery in economic activity. However, activity will not return to pre-
pandemic levels this year. We expect (and believe this is not just hope) that global GDP will return to the level 
reached in late 2019 by around the end of 2021, but the speed of the recovery is still uncertain and we see a 
greater disparity in economic forecasts than usual.   
 
Global cases of COVID-19 passed 10 million this week, with over 500,000 deaths linked to the virus. The largest 
increase in new cases are currently in some South American countries and India, where the number of cases 
is growing at an average daily rate of over 3%. The number of reported cases in the US is still growing by around 
1.5% a day and in the last two weeks, as lockdown restrictions ease, the rate appears to have accelerated. In 
some states, which were bolder in easing lockdowns, such as Texas and Florida, the rate of increase is still 
averaging over 3.5% a day. With this in mind, the EU decided to extend its travel ban for US residents.  
 
Despite the continued spread of the virus, financial markets have been resilient. Over the quarter, the S&P 500 
rose 20.5% on a total return basis, the best quarterly return since Q4 1998 and a stark contrast to the first 
quarter of the year (-19.6%), the worst quarter since Q4 2008. The main reason for the strength of markets is 
probably the action of central banks and particularly the Federal Reserve’s (“Fed”) liquidity programme. Fears 
that the real value of money might be eroded by the resulting increase in money supply provided a boost to 
gold which rose 13% during the quarter.  
 
Markets have also benefited from governments supporting their economies through fiscal packages, with 
several new measures announced during the fortnight. At the end of the month, US Treasury Secretary Steven 
Mnuchin told the House Financial Services Committee that the Treasury aimed to implement another round 
of stimulus before August. 
 
In Europe, President Macron and Chancellor Merkel jointly announced that the €750bn EU Recovery plan 
“won’t fail because of us, but there will be no new proposal” whilst in the UK Prime Minister Boris Johnson 
announced his “build, build, build” strategy, bringing forward £5bn of planned infrastructure spending.   
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China passed a new security law in Hong Kong which comes into force at the start of July. US Commerce 
Secretary Wilbur Ross said that “with the Chinese Communist Party’s imposition of new security measures on 
Hong Kong, the risk that sensitive US technology will be diverted to the People’s Liberation Army or Ministry 
of State Security has increased, all while undermining the territory’s autonomy.” The US Commerce 
Department revoked preferential treatment of Hong Kong over China in matters of trade and the UK 
government has said that it will offer British National Overseas passport holders in Hong Kong the ability to 
move to the UK for five years and apply for British citizenship. 
 

Economic Updates 
 
In general, economic releases reflected the recovery in economic activity since the very low levels seen in 
March and April. US consumer spending rose 8.2% (+9.3% expected) in June although the overall level remains 
far below pre-pandemic levels. The University of Michigan Sentiment survey rose from 72.3 to 78.1 (79.2 
expected), but remains near 7-year lows. Pending home sales rebounded by 44.3% in May, well above the 
19.3% rebound expected, whilst the Dallas Fed manufacturing activity also beat expectations to rise from -49.2 
to -6.1 (-21.4 expected). 
 
Sentiment data in Europe was positive. French consumer confidence rose to 97 points from 93 (95 expected), 
and Italian consumer confidence rose 7.3 points to 100.6 (97.5 expected). These numbers show improvement 
from the April lows but, as in the US, there remains a long way to go before spending returns to pre-Covid 
levels. 
 
UK public finance data for May showed the government’s debt-to-GDP ratio rose above 100% for the first time 
since 1963. Retail sales in the UK rose 12.0% over the month of May, well above the expected rise of 6.3% and 
recovering from the 18.0% fall seen in April. 
 
The latest PMIs (purchasing managers index) out of China surprised to the upside with manufacturing PMI 
rising to 50.9 (vs. 50.5 expected) while the non-manufacturing PMI printed at 54.4 (vs. 53.6 expected).  
 
JONATHAN BELL 
IVO COULSON 
ROB CHAMBERS 
2nd July 2020 
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Important Information 
 
The information contained herein (the “Information”) has been prepared by the Stanhope Group. The Stanhope Group comprises Stanhope 
Capital (Switzerland) SA and its subsidiaries, including Stanhope Capital LLP and Stanhope Capital SAS. Stanhope Capital (Sw itzerland) SA is a 

company incorporated in Switzerland and a member of the Swiss Association of Asset Managers (SAAM), a Self-Regulating Body approved by 
the Swiss Financial Market Supervisory Authority (FINMA). Stanhope Capital LLP is a limited liability partnership incorporated in England and 
Wales authorised and regulated by the Financial Conduct Authority (FCA). Stanhope Capital SAS is a “Société par Actions Simpl ifiées” 
incorporated in France and regulated by the Autorité de Marchés Financiers (AMF). Acceptance of delivery of any part of this Information 

constitutes acceptance to the conditions of this legal disclaimer. 
 
The Information attached is being disclosed by the member of the Stanhope Group indicated in the Information and exclusively to the intended 
recipient (the “Recipient”). 
 

The Information does not constitute an offer to sell or a solicitation of an offer to buy any investment fund or other financial products. The 
Information does not constitute investment advice or advice with respect to the suitability of any investment. 
 
Restrictions 

The Information is private and confidential and provided for information purposes only. No part of the Information is to be distributed, copied 
or disseminated directly or indirectly to anyone other than the Recipient and its professional advisers (for the sole purposes of obtaining 
advice). The Information should not be relied upon for tax, auditing or other purposes. The Information is not intended for any person in any 
jurisdiction (by way of nationality, residence, domicile or otherwise) where the publication or availability of it would be in contravention of any 

applicable law or regulation. 
 
Opinions, estimates and statements contained in the Information constitute judgments of the Stanhope Group at the time of their preparation 
and are subject to change without notice. 

The value of investments can fall as well as rise; potential income or profits are accompanied by the possibility of loss. The Recipient may not 
receive back the original amount invested. Past performance is not a reliable indication of future results. Performance figures included in the 
Information are unaudited except where indicated. Please refer to the risk warning notes provided next to any performance figures included 
in the Information. In certain circumstances prices stated may be historic because of the delay in obtaining prices and/or valuations from third 
parties. Valuations are based on either market prices available at the time of the preparation of the Information or on the Stanhope Group’s 

reasonable estimates thereof at the time made. Valuations based upon other models or assumptions or calculated as of another date or time 
may result in different values. The valuation or returns on investments in currencies other than the base currency of a client’s account may 
increase or decrease as a result of currency fluctuations. 
 

The Stanhope Group may recommend or make investments for its clients in illiquid or volatile instruments or funds which may carry a high 
degree of default risk or in funds which utilise leverage/gearing which can exaggerate performance and may lead to large falls in value.  
 
Any description of any investment process or investment management process described in the Information may change from time to time at 

the discretion of the Stanhope Group or otherwise. 
While reasonable skill, care and diligence have been taken to ensure that the Information was accurate as at the date of writing, the Stanhope 
Group has not verified and accepts no legal responsibility for any third-party Information. In addition, the Stanhope Group makes no 
representation, warranty, undertaking or guarantee, express or implied, as to the accuracy or completeness of the Information and opinions 
therein. No members of the Stanhope Group shall be responsible for or have any liability to any Recipient or third party for losses or damages 

(whether consequential, incidental or otherwise) arising (i) out of errors, omissions or changes in market factors, conditions or circumstances 
or (ii) from making any use of the Information. 
The Information does not replace, supplement or amend the contractual documentation entered between the relevant member of th e 
Stanhope Group and the Recipient, including but not limited to (i) the required qualifications of the Recipient in order for such Recipient to 

receive the Information and (ii) the disclaimers and limitation of liability contained in such contractual documentation. Further, the Information 
does not replace, supplement or amend the documentation applicable to any investment fund or other financial products referred to in the 
Information. 
 

United Kingdom 
To the extent that the Information is aimed at residents of the United Kingdom, the Information has been approved for issue in the United 
Kingdom by Stanhope Capital LLP. Stanhope Capital LLP’s advice is categorised by the Financial Conduct Authority as “restricted” because it 
advises on investment funds, which are only one type of “retail investment product”. Stanhope Capital LLP does not provide investment advice 

on other retail investment products, such as life insurance, stakeholder pensions or personal pension schemes.  
 
France 
Stanhope Capital SAS does not provide investment advice on retail investment products, such as life insurance, stakeholder pensions or 
personal pension schemes.  

 
United States 
The Information is not intended for residents of the United States or for any U.S. Person. The Information is not an offer to sell any securities 
to or for the benefit of United States persons or the solicitation of any offer to buy securities on the part of or for the benefit of any such United 

States persons. For the avoidance of doubt a U.S. Person does not include a U.S. Citizen resident outside the U.S.  
 


